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EXECUTIVE SUMMARY

This .report covers the progress of the Department of Defense
(DoD) during FY 1991, towards the achievement of the five percent
goal for awards to small disadvantaged businesses (SDB), historically
Black colleges and universities (HBCU) and other minority institutions
(M) mandated by section 1207 of P.L. 99-661, as amended.
According to the law, the five percent goal applies to the combined
total of the amounts obligated for prime contracts and subcontracts in
the areas of procurement, research and development, test and
evaluation, military construction and operations and maintenance.
This program was extended by P.L. 101-189 through Fiscal Year 1993.

Pursuant to P.L. 95-507, DoD captures SDB awards using two
data bases, one for prime contract awards and one for subcontract
awards. Using this method, FY 1991, of the $126 billion in prime
contract awards to U.S. business concerns, DoD awarded $4.4 billion
or 3.5% to SDBs. Under the subcontracting program, for FY 1991,
SDBs received $1.5 billion or 2.7% of the $57 billion in subcontracts
awarded by large business concerns. '

Prime contract awards to HBCUs and Mis totalled $35.7 million or
4.96% of the $720 million in prime contract awards to higher
education institutions (this base is comprised of awards made to
higher education institutions in research and development and does not
include awards made to Federally Funded Research and Development
Centers and other entities that are primarily engaged in advanced
testing and evaluation.) HBCUs received $12.5 million in prime
contract awards and another $29 million in non-contract areas such
as: training, fellowships and recruitment, facilities and equipment and
student tuition assistance and other aid. These dollars are reported by
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category to the White House Initiative on HBCUs Mis received $23.2

million in prime contract awards.

Regulatory and Policy Changes:

The Defense Federal Acquisition Regulations were amended to
establish a policy of paying SDB concerns as quickly as possible after
their invoices are received and before normal payment due dates
established in the contract. Also the restrictions in the FAR
prohibiting early payment do not apply to invoice payments made to
SDBs. This policy on expediting payments to SDBs was proposed in
the former Under Secretary of Defense’s plan to make progress toward

the five percent goal that was submitted to the Congress.

Public Law 101-510, Section 831, established a pilot
mentor-protege program. The purpose of this program is to provide
incentives to major DoD contractors to assist small disadvantaged
businesses in enhancing their capabilities to perform as subcontractors
and suppliers. On May 2, 1991, DoD published a proposed regulation
and policy in the Federal Register for public comment (Exhibit 1.)
Approximately 65 comments were received in response to this
publication. Upon review of the comments, substantial changes were
made to the regulations and on August 9, 1991 a partial final
implementation of the program was published in the Federal Register
(Exhibit 2.) The implementing policy and regulations were labelled
"partial” because they set forth the procedures for prime contractors
to participate in the program for credit only or for reimbursement
through an existing DoD contract. Due to a lack of program funds
available at the time of publication, mentors interested in
reimbursement of technical assistance costs could only be reimbursed

if funds could be made available through a DoD program manager.



HBCU/MI Program

DoD awarded $35.7 million in contract awards to HBCU/Mis.
This represents 4.96% of all awards to Higher Education Institutions
which totalled $720 million. Of the $35.7 million, $12.5 million was
awarded in contracts to HBCUs. Awards to HBCUs has increased
from $9 million in FY 1990 to $12.5 million in FY 1991. Although the
5% goal legislation speaks only to increasing contract awards to SDBs,
it is important to note that HBCUs in particular as well as other
minority institutions, receive DoD funding in other non-contract areas
that DoD is required to reported to the White House Initiative on
HBCUs. For FY 1991, DoD reported to the White House Initiative
Office an additional $29 million in non contract areas to HBCUs.
There is no similar reporting of non-contract support for Mis.

Military Departments and Defense Agencies are continuing to to
utilize the HBCU/MI set-aside procedure to increase awards to
HBCUs/MIs. Under this procedure contracts may be set-aside for
exclusive competition among HBCUs/MIs if the contracting officer has
a reasonable expectation that two or more offers will be received from
the HBCU/MI community. Also, continuing emphasis has been placed
on increasing the participation of HBCUs/MIls in educational and
training requirements for both military and civilian personnel. As
reported in the FY 1990 report, we are still experiencing a low response
rate by HBCUs/MIls to sources sought notices soliciting their interest
in bidding on particular DoD procurements and to some total
HBCU/MI set-asides. We are closely analyzing the reasons for such
low response rates.



The National Association for Equal Opportunity in Higher
Education (NAFEO) continued to provide technical assistance to
HBCUs/MiIs during FY 1991. In addition to conducting conferences to
provide information to HBCUs/MIs in identifying DoD opportunities,
site visits were conducted by Tractell, a subcontractor to NAFEO, to
engage in direct discussion and interactions on the establishment of a
Grants and Contracts Tracking Systems to assist the administrative
infrastructure to manage DoD contracts.

The DoD surplus equipment program for HBCUs continues to
provide much needed personal property to HBCUs. This program has
provided over $12 million of property to HBCUs during FY 1991.

We continue to have problems securing an accurate list of
minority institutions for purposes of the five percent goal program.
Since the legislation refers to Title lll of the Higher Education Act for
the definition of eligible institutions, we are dependent on the
Department of Education to provide a list of schools that meet the
eligibility criteria. As reported in the FY 1988 report and the six month
report for FY 1989, the Education Department does not consider the
schools covered under the Title Ill Program as "minority institutions”.
The list is provided to DoD under the title "eligible institutions",
meaning that these institutions are eligible for the Title lll Program.
Also, there are two other major concerns. One, if a school does not
apply for eligibility under the Title lll Program, notwithstanding the
fact that they meet the minority enroliment percentages, they are not
eligible for the DoD five percent goal program. Second, if a school has
a majority enroliment of Black students and it is not a HBCU, then
according to the ethnic percentages set forth in the Title lll Program,
they would not be eligible for either the Title il Program (unless

provided a waiver) or the DoD five percent goal program.



In order to resolve this issue, we recommend that the statute
specifically describe the criteria for a minority institution, so that
institutions may self certify to this criteria. A suggested definition is
as follows: "Minority Institution means an accredited college or
university whose enrollment of a single minority group or a
combination of minority groups exceeds fifty one percent of the total
enrollment. Minority means American Indian, Alaskan Native, Black,
Hispanic (including persons of Mexican, Puerto Rican, Cuban and
Central or South American origin) and Pacific Islander.” The
percentage of minority enrollment that qualifies a school as a minority
institution should be consistent with the percentage of ownership that
a SDB must have in order to qualify under the five percent goal
program. Also, since the Department is awarding more grants in the
research and development areas, we recommend that the five percent
goal cover grants and contracts in the research and development areas.

Impact on Non-Disadvantaged Small Business

DoD has always contended that the opportunity market for SDBs
in DoD contracting arenas is the same as the opportunity market for
non-disadvantaged small businesses. We have received complaints
that specific contracts have been identified for award under the SDB
program to the detriment of a non-disadvantaged small business
concern. These complaints are more prevalent in the area of

construction.

DoD is quite concerned about the impact of the SDB program on
non-disadvantaged small businesses. We are in compliance with
Section 831 of P.L. 101-189 which requires the DoD to assess the
impact of the ten percent evaluation preference on non-disadvantaged
businesses in certain industry categories. According to the laﬁ. the



premium percentage may be adjusted if available information clearly
indicates that non-disadvantaged small businesses are generally being
denied a reasonable opportunity to compete for contracts because of
the use of the premium. With regard to construction contracts, DoD
does not apply the ten percent evaluation preference to these awards.
We do however, utilize the SDB set-aside procedure for construction
awards.

DoD data indicate that during FY 1991, all U.S. businesses
received $8.5 billion in construction contracts. Of this amount, small
businesses received $4.6 billion or 54% of the total awards. SDBs
received a total of $900 million in construction awards. Of the $900
million total, $339 million was awarded through the SDB set-aside
program, $262 million was awarded through the 8(a) program and
$296 million was awarded through full and open competition. The
data indicates that the total construction awards to all businesses .
increased from $5.7 billion in FY 1990 to $8.5 billion in FY 1991.
Specifically, the large business share increased by $1.3 billion, the
non-disadvantaged small business share increased by $1.2 billion and
the SDB share increased by $357 million. An analysis of this data
concludes that non-disadvantaged small businesses are not generally
being denied a reasonable opportunity to compete for construction
contracts because of the use of SDB premiums. DoD has not received
complaints from non-disadvantaged small businesses concerning any

other industry category.



SUMMARY OF DATA

A summary report on the progress towards the five percent goal
during the FY 1991 (hereinafter referred to as the period) is as
follows:

- Prime contracts valued at $126 billion were awarded to
U.S. business firms during the period. Of this amount $4.4 billion was
awarded to SDBs in prime contracts. These awards represent 3.5% of
the total prime contract awards to U.S. business firms. This percent
exceeds the 3.4% accomplishment during FY 1990 (Exhibit 3). While
8(a) contract awards increased only $45 million from FY 1990 to FY
1991, the direct awards to SDBs for which they competed successfully
in open competition increased from $1.35 billion in FY 1990 to $1.45
billion in FY 1991 (an increase of $100 million.) In addition, SDB
set-asides increased from $407 million in FY 1990 to $651 million in
FY 1991 (an increase of $244 million.)

- SDB awards over $25,000 by Major Commands is at
Exhibit 4. |
-  During the period, SDBs were awarded $1.5 billion in

subcontract awards or 2.7% of the $57 billion in total subcontract
awards made by DoD prime contractors (Exhibit 5).

- The DoD awards over $25,000 by ethnic group are
provided in Exhibit 6.

- Prime contracts valued at $720 million were awarded to
Higher Educational Institutions (HEl). Of this total $35.7 million in
prime contracts was awarded to HBCUs and Mis. HBCUs were
awarded $12.5 million in prime contract awa;dé. The HBCU/M!
awards represent 4.96% of the total awards to HEls (Exhibit 7).



- During the period, DoD awarded 453 contracts to SDBs
using the ten percent evaluation preference. A total of $9 million in
premiums. was paid to SDBs which represents a 5.4% difference
between the low offer and the SDB award price. The total dollar value
of all low offers was $171 million. The total SDB award price was
$181 million (Exhibit 8). The dollar value of premiums paid to SDBs
under the ten percent evaluation preference decreased from $13 million
in FY 1990 to $9 million in FY 1991. The number of contracts on’
which DoD paid premium also decreased from 880 in FY 1990 to 453
in FY 1991, -

- Pursuant to P.L. 100-456, Section 843(d), a report of the
DoD portion of procurement of printing, binding and related services

acquired by the Government Printing Office and awarded to SDBs in
FY 1991 is at Exhibit 9.
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DEPARTMENT QF DEFENSE
Mentor-Protege Pilot Program;
AGENCY: Department of Defense (DoD).
acnion: Notice of Pilot Program, :

SUMMARY; The Department of Defense
(DoD) is inviting public comments on its
Brorege Plot Prograrn. The Pliot program
tege Pilot e Pilot program

~ wiil permit selected contractors to
provide developmental assistance to
small disadvantaged businesses (SDBs)
for which DoD) may cont
reimburgement, t t
subcontracting goals or both. The DoD
policy sets forth the comprehensive
implementation plan for the program
and the proposed DFARs coverage
provides guidance on contracting
officer’s responsibilities under the
program. The public is invited to
comment on both the palicy and the
proposed DFARS coverage. Comments
must be submitted separately for the
policy and the DFARS language.

DATES: Comments concerning the poli
and the DFARs coverage must be POt
Constiersd tn inalizing the progras
Please cite DAR Case 90-314 in al
correspandence related to this {ssue.

ADDRESSES: Interested parties should
submit written comments on the policy
to OUSD{A). OSDEU, room 2A340, The
Pentagon, Washington, DC 20301

attn: Ms. Tracey Pinson, .

FOR FURTHER INFORMATION CONTACT.
Tracey Pinson, telephone (703) 667-1688,

SUPPLEMENTARY INFORMATION:

Background

Section 831 of Public Law 101-510 as
amended establishes the Mentorl’rolﬁge
Pilot Program. The purpose of the
Program is to provide incentives for
major DoD contractors to furnish SDBs

assistance designed to enhance
their capabilities to perform as.
subcontractors and suppliers under DoD
contrects and other contracts, in order to
increase the participation of the .
concerns as subcontractorsand |
suppliers under DoD contracts, other
Federal Government contracts, and
commercisl contracts, Incentives for
majoc DoD contractors to provide
tal assistance toa SDBs .
apm:wm s:.;ds t
SDE tracting
.mbﬂsbedqndunonmmmor

The Mentor-Protege Pilot misa
test program that will be limited in

number of participants so that the
cancept can be properly tested.
Implementation of the program will
involve detailed administrative
requirements for both DoD and

ve mentor firms. Once funds
are svailable for tha Program, DoD will
solicit participation fn the Program.
Companies that are interested in
becoming mentors will have 60 days to
submit their mentaor-protege documents
to the Office of Small and
Disadvantaged Business, Office of the
Under Secretary of Defense
{Acquisition). The mentor-protege
documents must inclede: A request to
becoms & mentor, & signed mentar-
protege agreement, the proposed costs
of the developmental assistance ta be
provided the protege firm, and an -
advance agreement proposal on the
treatment of developmental assistance
costs. The package must be complete
and in accordance with the DoD policy.
Documents will not be received or
considered after the designated closing
period. Once all requests for program
participation have been received,
0OSDBU will review all submitted
documents except tha advance
agreement. Subsequent to approval of
these documents, OSDBU willsend - -
them to the cognizant contracting officer
to negotiata the advancs agreement with
the mentor firm. The mentor firm will be
natified by OSDBU that the documents
have been approved with the exception
of the advance agreement and to .
proceed to negatiate the advanca
agreement with tha contracting officer.
The decision of participation under the
program fs not final until the advance
agreement has been negotiated and
approved by the contracting officer.
Onca the contracting officer has
approved the advance agreement, the
mentor firm may {mplement the
developmental assistance program in
accordance with the approved mentor-
protege agreement and edvance . .
agreement, Tt

The DoD policy sets forth the .-~ - -
information that must be submitted in-
order for companies to participata in the
Program as mentor firms. Companies
that are interested in becoming mentor
firms will be responsible for the ~ -
selection of SDBs proteges. DoD will not
be involved in the selection of proteges,
::!:::rwer.snﬂcchomupmtaguby
the eligibility criteria set forth in'the.
DoD policy. e e

The proposed DoD policyon the .~ ~ .
Mentor-Protege Pilot Program is aa... - .

follows: :

to:

a mentor firm must mest .

DOD Policy for Implamentstion of the
Mentoe Protege Filot Program '

“Program™)
established under section 831 of Public
Law 101510 as amended, The National
Defense Authorization Act for Fiscal
Year 1991, The purpose of the Program is

(1) Provide incentives to major DoD
contractors under
negotiated under

DoD contracts to voluntarily assist small
diudvmumbm“m (SDBs} in
enhancing capabilities to satisfy
DoD contract and subcontract

requirements:

(2) Foster the establishment of long
term business relationships between
illlgu and major defense contractors

(3) Increase the overall tion
of SDBs as subcontractors and suppliers
under DoD contracts, other Federal
government contracts and commercial
contracts.

Under the Program, eligibles defense
contractars will enw‘rﬂ !:lhto mtor-’ Be
protege agreements eligible ST
mtess firms to provide appropriate
the capabilities of SDBs to perform as
subcontractors and suppliers. The
Department of Defense will, subsequent
to an application and approval process,
provide the mentor firm with either cost
reimbursement, credit against SDB
subcontracting goals established under
DoD contracts or both.

II. Procedures

The application process generally
consists of the submission of mentor-
protegs documents that include: A
:equutto-beeomennenwﬁm.ua).m
stgned mentor-protege agreement(s
proposed costs of the developmental
assistance to be provided to the protege
firm({s) under the Program and an
advance on the

- treatment of developmental assistance

costs. The Office of Small and
Disadvan Business Utilization,
Office of the Under Secretary of Defense
for tion QUSD{A} (hereinafler
to as OSADBU) will have the
responsibility for approving: Requests to
bemmamwgn;:..;h:&mtob
rrutcscm s funding
avel if & te. Upon receipt of the
documents OSADBU, the
a te conitracting officer will have
thnmpomibﬂimmgoﬂaﬁnsmd
approving the a agreement and
‘modifying contracts accordingly.
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. Mexntoe-protege docements sbmitiod  Industrial Code (SIC) which tepresenis i -+ procued with i negatistion of the: "1 -
t0 OSALBU will generally be-ovalested  the lated suppliescr services t3: advance egrement with the sppropriate.
- on the extent 4o which themeztie's - be by theprotege firm fo the- . contracting officer. Antbharization for .-\ -
addresses the . mentorfim S v oo T firms to negotiate an advance agreemeat

(1) intent 4o incresse the sad . B A protege Rrmmay silf-cectifytom . {s a prelfminary process aod in no way

dollar value of seboontracts awerded by mentor firm that moets the eligibillity. the gavernment ts
the mentor firm te protege firins undee . reqeirements fo A (2) and (3} sbave. mul ’
Dob cosirects. comitacts awerdedby - Mestor firme may iagoodfsithea  mentor firm under the Program.

other Federal Agencies and commercial this representation. e decistont 2
dﬁm"w“m active mentor-protege agreament. B et tevlewable by any otherexecutive
mm‘m.;gz“‘ V. Selectian of Prategs Firms - agency or other branch of govermment.
supply program, ressarch and . A.Bentor firms wili beresponible VIL Roquests for Approvel as a Mantor
(3) The extent to which emerging mentor fixms selact & sussber of firm must contain the following:
SDBs are {denfified a5 protege fioms; - protege firms thatare defined & (1] A statement that tha company is
{4) Extent to which the mentor’s emerging o those that e (o more an other than small busfnees concern
amsistane program for advanced of husioesr- _ perfordngmdsnonmmhwnh
the protege firm wiil resuit in an development. = - subcontracting plans negntiated by DaD).
{ncrease in subcontracting to the protega B. The selection of protege firme by (2) The total dollar amamnt of Dal)
'l;.:mh lx-m:Et!mmllE‘=ll p::umm Emdmg’&b:naﬂw:’m xmgthemprecedingﬁscalymved
ve not two
(5) Ideas that wiil be explored to the size and disadvantaged siatax of (broken oul speasately)
become competitive and not unduly with (C) belaw. subcontracts awarded and the numbee
reliant on the meator firm ia the long C. In thn event of a prutest by = and of awards mads to SDBs
term. Interested SDB reganiing the sz or under DoD contracts duzing two
IIL. Program Duratio disadvanteged etigibility of amother SDE previous fiscal years.
to be a protegs firm, the mentae firm ® of : of
Acﬁvlﬂesu::udumwin lha]llrd;thnpmt?ﬂ?;m - 'w"’m dm‘m‘nw‘l‘“
occor durteg the following pericds: resoive in-accordance beontract awards meads
mwwu 124.001. %m&mumﬂ@
articipats ngrmmﬁ!
geplemberao.mﬁ VI. Approval Process for Mentor Firms, (slrnfomﬂonontbcabﬂitrtc
(2) Performance under a mentor Mentor-Protege Agreements, Funding provide developmentat gesistance to
protegs agreement, cnly if such and Advance Agreements enhance the capabilities of the identified
waa end executed A Prospective mentar fiyms soe protege firm(s), and an indication as to
by the mentor firrn and it protegs firm required to subot to OSADERY) the how such assistanca will result fr
prior ta October 1, 185k following mevtor-protege docirments: increased suhcuntract awerds to such
(3) Reimbursemsnt of mentor firms for {1) A request for approval as amentor  protege.
costs of providing developmental fimx . (6] The company’s concept for
assistance to its protege frma, cnly if (2) A signed mentor-protege participatiog in the Program.
such costs are incurred after tha agreement(s (7} A statement that the company i
approval of the advance agreement snd (3) The proposed costs of the eligibla for the awacd of govemment
_ ptiar to October 1, 190& develapmental sssisiance to be contracts and subcontracis.
-7 (4) Accaxd credit to a mentos firm peovided to the protege firmis) undesthe ™ iy 0ot be approved
toward the stiaioment of such fixn's Program (costs mustbe brokesoutper 0 arﬁmd ntIo:m.t’he s a
or costs of providing developmental Prior to submitting a proposad cast

assistance to its firms onlyif  Proposal the prospective mentor fims suspended from costracting with the
mwmmm.;?;.‘?.,m shalt coordinate with the cogaizant PCO Federal Govemment purseant to FAR

tha advance agroement and prior to to ascertain whether funding is part 8.4 Should dabarmant ax
October 1. 1894, svailabls & sepport their mentos- wl. mmwﬂ‘hmd frm
protege agreement. Indicate the periormizg an spprov
M%W!xc mmaximem amoont thet will be faded by mentor-protege sgraement the mentar
Protegs the PCOL
A. A company mey quaiffy ss & 4) An advance egresmest propassl (1) may continus to provide assisteace
protege firm & It bs: on(thomddsuh:uﬂw Wiﬂmhmhw
(1) A business concern as defined by R Compantes shail subrmit four cogies mentor-protege agreemenis eaiered into
soction S(AA(C] of the Small Business  of the mentorpzotegs documeis prioe to the imposition of such
Act specified in A (1), (2). (3} and (4) above suspeasion ar debarments
£2) Not suspended, debarrod or to: CUSD{A} OSADSI}, rocm ZA340. The (2) May not be reimbursed for any

ineligible for the award of a Pentagon, Washington, DC 203013062, .mdmmt

t contfract. Attn: Mentor-Protegs Progssa. GSADBU assistince to its protegs firm, incurred
(3) A szall business according to the wi!luv_i-wmm.m.uimmdﬁ * more than $0 days after the imposition

SBA size standard in the Standard~ approved. will notify the company to of sech suspension or debarment: and.
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(3} Shall give notice of its suspension
or'debarment to its protege firm, its
-ACO or PCO, and OSADBU, -

VIIL Mentor-Protege Agreements

A. Signed mentor-protege agreements
submitted for approval under the
. Progeam shall include:

{1) The name, address and telephone
number of the mentor firm and protega
firm and a point of contact within the
mentor firm who will administer the
developmental assistance program:

(2) The SIC code which represents the
contemplated supplies or services to be
provided by the protege firm to the
mentor firm and & statement that the
size of the protege firm does not exceed
the appropriate SIC code.

(3) A developmental program for the
protege firm specifying the type of
assistance that will be provided,
identified In (C) below. The
developmental program shall include the
following:

{a} Factors to assess the protege firm’s
deve!opm.;néal progress under the

(b} The anticipated number and type
of subcontracts to be awarded the
protege firm; and

{4) A program participation term for
the protege firm which shall not exceed
five years and may be renewed for four
years. Mentor firms seeking cost
reimbursement shall not submit for
approval mentor-protege agreements

the term of the contracts
under which developmental costs will
be allocated.

(5) Procedures for the mentor firm to
notify the protege firm of its intent to
withdraw from the Program voluntarily
which provide for 60 days advance
_ written notice to the protege firm.
legmmtham for a protege firm to

te the mentor-protege agreement
voluntarily which provide for 30 days
:ig::nee written notice to its mentor,

(7) Procedures for the termination of
the mentor-protege agreement for causa
by the mentor firm., which provide:

(a) The protege firm shall be furnished
& written notice of the proposed
termination, stating the specific reasons
for such action, not later than 90 days in
sdvance of the effective date of
proposed termination.

{b) The protege firm shall have 30
days to respond to such notice of
proposed termination, and may rebut
any findings believed to be erroneous

program.

{c) Upon prompt consideration of the
protege firm's response, the mentor firm
shall either withdraw the notice of
proposed termination and continue the

protege firm's participation, or issue the
notice of termination. .

(d} The decision of the-mentorfirm-

regarding termination for cause,
with the requirements of this
section, shall be final,

(8) Procedures for the termination of
individual elements of developmental
assistance.

(9) Additional terms abl;dthconditlou as
maybe agreed u parties.

Bﬁ:copy of mo untary withdrawal
from the Program and any termination
notices shall be sent to OSD OSDBU,
and the ACO or PCO. .

C. Termination of a menwu:-protcge
agreement shall not impair the
contractual obligations of the mentor
firm and the protege firm, to be
performed in accordance with the terms
and conditions of the applicable
contractual agreements.

D. The mentor-protege agreement mey
provide for the mentor firm to furnish
any or all of the types of developmental
assistance as follows:

(1) Assistanice by mentor firm
personnel in:

gl] General busines um:al management
in organiza! management,
ﬁnaﬁf management and personnel
management, marketing, business
development and overall business

planning: B

(b) Engineering and technical matters
such as production inventory control,
quality assurance and

(c} Any other assistance designed to
develap the capabilities of the protege
firm under the developmental program.

(2) Award of subcontracts under DoD
contracts or other contracts on & non-
competitive basis.

(3) Payment of progress payments for
the performance of subcontracts by a
protege firm in amounts as provided for
in the subcontract; but in no event may
any such progress pa; t exceed 100%
of the costs incurred by the protege firm
for the performance of the subcontract.

{4) Advance Payments under such
subcontracts.

(5) Loans.

{8) Cash in exchange for an ownership
interest in the protege firm, not to
exceed 10% of the total ownership
Interest.

{7) Assistance obtained by the mentor
firm for the protege firm from one oz
mare of the following:

{(a) Small Business Development
Centers established t to section
21 of the Small Business Act (13 US.C.

648).
{b) Entities providing procurement
assistance pursuant to chapter
142 of title 10 U.S.C. (PTAP)
{c) Histcrically Bisck Colleges and
Universities as defined by 34 CFR 608.2

(d) Minority Institutions of Higher
Education.

E. Mentor firms are encouraged to
authorize advance payments under
mentor-protega agreements as a method
to finance the performance of
subcontracts by protege firms. Such
advance payments under subcontracts
between the mentor firm and ite protege
firm may be made upon such terms and
conditions as may be specified in the
subcontract agreement.

F. A mentor firm may not require a
SDB concern to enter into a mentor-

agreement as a condition for
g:ht?:wnrded a contract by the mentor
firm including a subcontract undera
DoD contract awarded to the mentor
firm, ’

IX, Advance Agreements on the
Treatment of Developmentol Assistonce
Costs

A. Companies that have been
epproved by DoD OSADBU in
accordance with IIl above must
negotiate proposed Advance
Agreements. Propased advance
agreements are negotiated between the
contracting officer and the mentor firm
in nccorduau with FAR 31.109(e]).
Proposed advance agreements must
state the name and telephons number of
the te PCO or ACO, and state
whether the company is seeking
reimbursement of costs for
developmental assistance, credit against
SDB subcontracting goals established
under DoD contracts or & combination
of reimbursement and credit. The
advance agreement must meet the
requirements in 219.7105.

B. upon receipt of the mentor protege
documents from OSADBU, the
contracting officer will have

. responaibility to negotiate the advance

agreement or te this authority to
the ACO, modify applicable contracts in
accordance vurltl:lf zg;um (bldand
provide a copy negotiat

advancs agreement to DoD OSADEU.

X Reimbursement Procedures

A. A mentor firm shall be reimbursed
for the total amount of any progress
payment or advance payment made to
protege firms in connection with a DoD
contract under an approved advence
agreement and mentor-protege
agreement. through the cost
reimbursement procedures otherwise
applicable to the contract.

B. A mentor firm shall be reimbursed
for developmental assistance costs in
accordance with an approved advance
agreement through a separately priced
contract line item. .

-~
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' . C-Costs Eligible for Reimbursement . C.A mentor firm shall receive credit . two fiscal years prioc-to.the firm's
Jare . -- . toward the attainment of a SDB admission:to the Program; T

(1) Costs {ncurred by a mentor fim for  subcontracting goal(s) for each (b) The mentor firm's aggregate prime
developmental assistance to a protege awarded for a productora  contract awards during the prior two. "
firm under VIE (B) (1) and (7), pursuant . service by the mentor firm to a business  fiscal years and the total amount of -
to an approved mentor-protege - concern that, except for its size would  subcontracta under such

to the maximum extent bea business concem ownedapd  contracts;end o o- - -
provided under the terms of an controlled by socially and y (c} Such other information the mentor
a advance agreement. } -individuals, but only if: may to submit.

2) The full amount of any progress - (1) The size of such business concern (3) The decision regarding the
payment or advanced payment made to-  {s not more than two times the imposition of a limitation on credit shall
apmtegeﬁtmineonnecﬁonwithanon appmﬁﬂaultastmdnrd:md be final: ..
contract under an approved mentor- * " (2) The business concern formerly had (4) Any pro ve limitation on

D.No ﬁtm;haa;&n'@ﬁm' - & mentar-protegs ag '”tw“ht?fh wtetsudua:ydggshofom
e of dovalopmenta] | entor fm that wes uot terminated o gligilg credit and shall apply begizning
assistance costs under the Program. ona date in the future and

E. Absent the existence of an advance
agreement between the mentor firm and
Dol as specified in IX above, DoD will
in no way be liable for reimbursement of
costs under the Program.

XI. Credit for Unreimbursed
Deavelopmental Assistance Costs

A. Except as provided in E below,
deveiopmental costs incurred by a
mentor firm in providing assistance to a-
protege Srm pursuant to an approved
mentor protege agreement, for which
cost reimbursement has not been
mvldad. may be recognized as credit in

of subcontract awards for
determining ths performance of such
mentor firm in attaining a SDB
mmbeonu-ucung goal(s) established

(1} A DOD contract; or

(2) Any division wide or company
wids subcontracting plan which the
mentor firm has tiated with DOD.

B. The smount of credit a mentor firm
may receive for any such unreimbursed
developmental assistance costs shall be
equal to:

(1) Four times the total amount of such
costs attributable to assistance provided
by SDBs, HBCUs, Mls, and PTAPs.

. (2) Three times the total amount of
* such costs attributable to assistance
furnished by the mentar's employees.

(3) Two times the total amount of
other suct costs.

D. Amounts credited toward the SDB
goal{s} for unreimbursed costs under the
mum shall be separately identified

the amounts credited toward the
goal for the award of actual
subcontracts to protege firms and
reported in accordance with
§ 252.219.7007. The comblnation of the
two shall equal the mentor firm's overall
accomplishment toward the SDB goal(s).

R. Adjustments may be made to the
amount of credit recognized:

(1) If a mentor firm's performance in
the attainment of its SDB subcontracting

actual subcontract awards

goals

declined from the prior fiscal year
without justifiable causs, OSADBU may
limit the total amount of credit which
such firm may claim under A and B
above. _

(2) If OSADBU determines that
imposition of such a limitation on credit
ngpean to be warranted to prevent
abuse of this incentive for mentor firm's
participation in the Program, the meator
firm shall be afforded the opportunity to
explain the decline in SDB participation
before imposition of any euch limitation
on credit, In making the final decision to
Impose limitation on future credit, the
following shall be considered:

(a) The mentor firm's overall SDB
participation rates (ln terms of
percentages of subcontract awards and
dollars awarded) as compared to the
participation rates existing during the

continue until a date certain during the
current fiscal year. :

(5) Any retroactive limitation on'credit
imposed by the Director shall reflect the
actual costs incurred for developmental
assistance (not exceeding the maximum
amount reimbursed.

P. For purposes of calculating any
{ncentives to be paid for exceeding a
SDB subcontracting goal pursuant to a
DOD contract, incentives shall only be

d if a SDB luboonu-ucﬂn? goal has
exceeded as a result of actual
subcontract awerds to SDBs.

XI1. Definitions o

(1} Emerging SDB Concern means a
disadvantaged business whose
size is no greater than 50% of the
numerical size standard applicable to
the standard industrial classification
code assigned to a contracting

opportunity.

{2) Minority Institution of Higher
Education means an institution of higher
education with a student body that
reflects the composition specified in
section 312(b) (3). (4) and (5] of the
Higher Education Act of 1965 (20 U.S.C.
1058 {b) (3). (4) and (5).

Hoeacs §. Crouch,
Director, Small and Disadvantaged Business
{nilization. )

{FR Doc. 91-10322 Filed 5-3-01: 845 am}
BRLLING CODE 3010-0%-M
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DEPARTMENT OF DEFENSE
" 48 CFR Parts 219 and 252

Department of Defense, Federal
Acquisition Reguiation Supplement,
Small Business and Smail
Disadvantaged Business Concemns

AQENCY: Department of Defansa (DoD).

ACTION: Proposed rule and request for
comments.

Regulations (DAR] Couaei s prepe
ons is proposing
changes to implement section 831 of
Public Law 101-510 as amended, The
National Defense Authorization Act for
Fiscal Year 1991. Section 831 establishes
a pilot Mentor-Protege Under
this program DoD will es

incentives for selected contractors to
provide developmental assistance to
small disadvantaged businesses,
DATES: Comments on this rule
should be submitted in writing to the
address shown below on or before June
3. 1091, for consideration in formulation
of the final rule. Piease cite DAR Case
90-31¢ in all correspondence related to

. this proposed rale.

ADDRESSES: Interested parties should
submit written comments to: Defentse
Acquisition Regulations System, ATTN:
Mrs. Alyce Sullivan, QUSD{A), c/o room
30139, the Pentagon, Washington. DC
20301--3062. '
FOR FURTHER INFORMATION CONTACT:
Mrs. Alyce Sullivan, 703/697-7288,
SUPPLEMENTARY IKFORMATION:

A. Background

Section 831, Public Law 101-510,
enacted November 5, 1890 provides for
the establishment of a pilot "Mentor-
Protege Program™. The purpose of this
program is to provide incentives for
major DoD contractors to furnish
disadvantaged small business concerns
with assistance to enhance capabllitifs.
Participation in the Pilot program is
voluntary. Under the pilot program,
selected contractors may recefve cost
teimbursement, credit against Small
Disadvantaged Business goals, or &
combination of both for-
assistance to small disad
businesses. Section 831 directs the
Secretary of Defense to publish
proposed regulation not later than 180
days of enactment (May 5) and final
regulations not later than 270 days after
enactment (August 5).

DoD impiementation of section 831 fs
addressed in a DoD policy statement,
titled: “DoD Policy for Implementation
of the Mentor Protege Pilot Program™.
The policy statement addresses the
program’s purpose, procedures,

procedures. '

The Defense Federal Acquisition
Regulation Supplement (DFARS)
proposed rule is based on the DoD
policy statement. It ia directed to
contracting officers end contractors
selected for participation, The DFARS
provides limited general information on
the program, making reference to tha
DaD policy statement for more details, It
addresses contracting officer
responsibilities and advance agreements
on the treatment of developmental
assistance costs. The DFARS also
provides a clause pertaining to reporting
of progress under the program.

B. Regulatory Flexibility Act

An Initial Regulatory Flexibility
Analysis has been prepared and
forwarded to the Chief Counsel for
Advocacy of the Small Businass
Administration. Comments are invited
from small entities the
proposed DFARS revisions, such
comments should be submitted
separately. Plsase cite DAR Case 00~-810
in correspondence.

C. Paperwork Reduction Act

The information collection
requirements in this rule do not require
the approval of OMB under 44 U.S.C.
3501 becarse they are based on a
voluntary ptlot program, which will
affect a limited number of contractors.
The pilot program is based on section
831 of Public Law 101-510. In
accordance with section 831 of Public
Law 101-510, the resnlts of the pilot
program will be evaluated by the
General Accounting Office and
furnished to the Committees on Armed
Services and Small Business of the
Senate and House of Representatives,'

List of Subjects in 43 CFR Parts 219 and
52

Government procurement.
Nancy L. Ladd,
Colanel, USAF, Director, Defenss Acquisition
Regulation System.

‘Therefore, it is proposed that 48 CFR
parts 219 and 252 be amended as
follows:

1. The authority citation for 46 CFR

- parts 219 and 252 continues to read as
~ follows:

Authority: 5 U.S.C. 301, 10 USC. 2202, DoD

Directive 5000.35 and FAR subpart 1.3.

PART 219—SMALL BUSINESS AND
SMALL DISADVANTAGED BUSINESS
CONCERNS

2 A new subpart 219.71 is acded to
read as follows:

Subpart 219.7 1—ileator-Protege Pliot
Program

Contructing officer
responsibilities.
2107105 Advance agreements on e
treatment of developmental assistance

costs.
219.7105-1 General policy. 4
Z219.7108-2 Advance sgreements sddressing
relmbursement.

215.7105-3 Advance agreements addressing
credit,

219.75—=Mentor-Protege Pllat Program.
2197100 Scope.

Prom s;ﬁhg:ﬂ !mplen}euxgs the Me:itor-
tege Program program
established under section 831 of the
National Defense Authorization Act for
Flscal Year 1991, Public Law 101-510. as
amended.

219.7101 Policy.

DaoD policy for implementation of the
program is contained in & policy
atatemanp:l:nﬁtled. "Dol;lnhnd.emor .
Protege Pilot Program®”. statemen
addresses the

program purppse,
duration, eligibility requirements, the
approval process, the mentor-protegs
agreement and advence agreements on
the treatment of developmental
assistance costs. A copy of the

statement may be obtained from the
Office of and Disadvantaged .
Business Utilization, Office of the Under
Secretary of Defense for Acquisition,
OUSID{A) SADBU, {202) 697-1688.

2197102 ODefinitions.

Enterging SDB concern means a small
disadvantage business whose size is not
greater than 50 percent of the numorical
size standard applicable to the standard
industrial classification code assigned to
a coutracting opportunity.

Minarity institution of higher
educotion means, for the purpose of this
subpart, an institution of higher
education with a student bady that



Federal Register / Vol. 56, No: 85 / Thursday. May 2, 1991 / Proposed Rules

20323

reflects the composition specified 20 -
. U.8.C. 2058(b) (3). (4) and (51.

2197103  General. ' - e
The Program in general consists of:
(a) Mentor firms, which are large

businesses. under DoD

contracts with suboontracting plans,
that voluntarily apply and are approved

by the DoD. .

(b} Protege firms, which are small
disadvanteged business (SDB) firms,
eligible for receipt of Federal contracts
and selected by the mentor firm.

(c) Mentor-protege agreements which
utahlinhfa dwelapme?st:le g:gtnnl?
pm‘fm or a protege Policy).

{d) Incentives, wkich are provided to
mentors by the DoD including:

(1) Reimbursement for developmental
assistance costs:

(2) Credit against SDB subcontracting
goals established under DoD contracts;

or

(3) A combination of relmbursement
and credit.

(e) Advance agreements, which
outline the treatment of costs and/or
credit assoclated with performance
under the mentor-protege agreement.

219.7104 Procedures.

218.7104-1 Genersl .
. (@In accordance with the Dol policy
statement, a prospective mentor shall
submit to the OUSD(A) SADBU:
usi A m?:at for approval as a mentor
a signed mentor-protege agreement;

(2) The proposed costs of the
developmental assistance to be
provided to :lhe protege(s) under the

; an

(3) An advance agreement proposal.

(b) OUSD(A) SADBU shall have
responsibility for: _

{1} Appruving contractors as mentor
firms, in consultation with contracting

officers:
< (2) Approving mentor-protege
agreements and funding levels;

(3) Forwarding to contracfing
officer(s) the approved mentor-protege
agreement, the approved funding level,
and the advance agreement proposal.

219.7104-2 Contracting officer
cesponaibiitties.

Upon receipt of approved mentor-
protege documents from the OUSD (A)
SADBU, the contracting officer shall;

{a) Negotiate the advance agreement
ot delegate this authority to the
Administrative Contracting Officer
{ACOL

(b) Modify applicable contract(s} to

te the advance agreement and
establish a contract line {tem to
incorporate the mentor-protege
agreement and provide for

reimbursement of cost and/or credit ..

.. towards SDB subcontracting goals under
. DoD contracts. The line item must be
separately priced

orindicate zero costs.
It may not indicate “Not Separately
Priced"”. This authority may be

. delegated to the ACO.

(c) Provide a copy of the negotiated
advance sgreement on treatment of
developmental assistance costs to the
OUSD({A) SADBU.

2197105 Advance sgreements on the
trsatment of developmental assistance
costs. .-

219.7106-1 Geners! policy.

{a) Advance agreements are
negotiated between the contracting
officer and the mentor firm, but see FAR
31.10%(e). These agresments must
address: Reimbursement of costs for
developmental assistance, credit against
SDB subcontracting goals established
under DoD contracts, or a combination
of reimbursement and credit.

(b) Credit only (toward small
disadvantaged business subcontracting
g:als) for developmental assistance may

provided under any type of DoD
contract. Reimbursement for
developmenta] assistanca costs is
limited to cost type DoD contracts,
excluding time and material contracts.

(c) All advance agresments under the
program must be in accordance with
FAR 31.109 and include:

(1) A statement that all developmental
assistance costs under the program must
be separate contract line item charges.
Ch.argl? that are not reimburaed may be
eligible for credit.

{2) A statement that assistance costs
relative to loans and ty ownership
shall not be reimb or credited end
that only the following costs incurred by
mentor firms are eligible for
reimbursement or credit:

{i) Assistance to the protege by
mentor frm personnel In—

(A) General business management
fncluding organizational management;

{B) Financial management:

(C) Personnel management;

(D) Marketing:

(E} Business development and overall
business planning;

(F) Engineering and technical matters
such as production, inventory control,
and quality assurancs:

(G) Any other assistance designed to
g::lop the capabilities of the protege

(1} Assistance to the protege firm
provided by—

() Small business development
centers established pursuant to section
21 of the Small Business Act (15 US.C. -
648):

(B) Entitles providing technical
assistance pursuant to chapter 142 of

. title 20 US.Cs

(C) Historically Black colleges and
universities (HBCUs) as defined by
CFR 608.%; and .

(D) Minarity institutions of higher
education.

(3) A statement indicating that
subcontracts with the protege firm(s)
may contain provisions {for progress
payments up to 100 percent or advance
payments, and an identification of
subcontracts including such provisions
(if availabla). .

(4) A base line to measure whether
the mentor firm's overall dollar and
number of awards to SDBs have
increased or decreased.

21971052 Advence agresments

Advance agreements addresaing
treimbursement, in addition to the
information in 219.7105-1, require:

(a) An identification of prime
contract(s) that will include funding for
developmental assistance costs. These
costs must be related directly to the
specific forms of assistance identified in

the mentor-protege agreement and must
not be a duplication of normal costs

associated with the administration of
subcontracts,

(b) A statement that no profit will be
paid on developmental aasistance costs
under the program.

219.7108-3 Advance sgreements
addressing credit.

Advance agreements addressing only
credit against SDB subcontracting goals
established under DoD contracts. in
addition to the information in 219.7105~
1, require:

() An identification of prime
contract(s) that wiil be credited for
developmental assistarice costs, in lieu
of reimbursement. These costs must be
related directly to the specific forms of
assistance identified in the mentor-
protege agreement.

(b) An explanation of how costs not
reimbursed would be credited against
SDB goals, and how such credit will be
apportioned among contracts.
Contractors participating in the

ve Small Business
Subcontracting Plan Test Program
should state how costs not reimbursed
will be credited toward the negotiated
corporate wide goal.

- {c) Identification of the amount of

credit a mentor firm may receive for
_such developmental assistance costs not
reimbursed which is—

(1) Four times the total amount of such
costs attributable to assistance provided
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by small business development centers,
HBCUs, M= and entities providing
technical assistance.

{2) Three times the total emount of
-such costs attributable to assistance
furnished by the mentor’s employees.

{3} Two times the total amount of
other such costs.

{d) A statement that the mentor Brm
may receive credit toward SDB
subcontract goals for awards to former
protege firms (except those with mentor-

. tege agreements terminated for

cause), even if the former protege
exceeds small business size standards,
provided the size of such a concern is
not more than two times the appropriate
size standard.

(e) A statement that costs for which
reimbursement has pot been provided
may be recognized as credit only under
DoD subcontracting plans or any
division-wids or eompany-udde DoD
subcontracting plan, with
expectation of future reimbm-sement by
the Government.

(f) A statement that the OUSD{A)
SADBU may adjust the amount of
allowable credit in accordance with the
DoD policy statement.

(g) A statement that incentives for
exceeding an SDB subcontracting goal

shall be paid only if an SDB
subcontracting goal was exceeded as a
result of actual subcontract awards to
SDHs, and not as a result of
developmental assistance credit.

219.7105-4 Advance agreements
addressing both relmbursement and credit.

Advance agreements seekiog both
reimbursement and credit againat SDB
subcontracting goals shall address the
requirements of 218.7105~1 through
219.7105-3.

218.7106 Contract claiuse,

Use the clause at 25221933000, DoD
Mentor Protegs Pilot Program, in
contracts with mentor firms when an

advance agreement has been
tncorporated under 2190.7104-2(b).

PARY 252—{AMENDED)

3. Section at 252.219-30(XX is added
to read as follows:

252.219-XXXX DoD Mentor Protege Pilot
Program.

As prescribed in 219.7106, use the
fellowing clause:
DoD Mentor Protege Pllot Program

Mentor firms shall report on the
progress made under active mentor-

Protege egreements, by semi-annually
including with their SF 295, Summary
Subcontract Report—

{a) An attachment which—
{1} Identifies the number of advance

{2) Summarizes the progress in
achieving tha developmental objectives
under each mentor-protege agreement,
including whather the objective of the
program set forth in the DoD policy
statement were met, any prcblem areas
encountered, and any other information,
as appropriate,

(b) A copy of the SF 294,
Subcontracting Report for Individual
Contracts, for each contract under the
Mentor Protege Pilot Program, with a
statement in black 18 {dentifying—

(1) The amount of dollars credited to
the SDB subcontract goal, established
under DoD) contracts, as a result of
developmental assistance provided to
protega firms; and

(2) The number/dollar value of
subcontracts awarded to protege firms.
(End of clause)

[FR Doc. 91-10321 Filed 5-1-91: 845 em)
LM CODE 2010-0%-8
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apportunities thatcanbe ..~

cortracting ap
-attributied to the development of 6DBs .

ﬁnnsmdeﬂha?mgmm .

where SDBs have not

. asprotege firm
—~{5) An increase In subcontracting with,
.. 8DB concerns in industry categaries- + V-

ted within' the mentor fimn's . .
(6} The kvolveinesit of emerging 8UBs

tnthe Progratiry

ootts of providing developmental
mhanmuﬂrm(ﬂ,bmonb

H the fiding for

Mentified by a DD Gonizact program, .
to the executionofa . .| .

toOctober1, 1006 .~ 7

. pursuant . company
modificatien'to 8 Dm‘mﬁ'ad(s]:q;ﬁ___. SDB

)
N 1 P

1V, Eligihlliy Roquirements fora
mmm b ) - * '
A. A compeny may qualify asa -
firm i ftis: - .
(1) A business concern es defined by

soction 8(d}{3}{C) of the Small Business
of Federal

Act (15 US.C, esAD){sK!

(2) Rligible for the a
contracts. -

(3) A small business acoording to the
SBA size standand in the Standard
Industris] Code (SIC) which represents
the contemplated or services to
be provided by the protege firm to the
mentor firm,

B. A protege firm may self: toa
mentor firm that it nteets each of

requirements in A (1}, (2) and
good

eligibility
(3) above: Mentor firms may rely in
falth oo’ written representation of &
business conoemn that such business
concem meets the requirements fn A (1
(2) and (3} sbove, - .
C. A protege firm may only bave one-
active mentor-protege agreement,

except es jn C below. .

C. In the event of & protest regarding
the size or disadvantaged statusofa
business cancemn to be a protege firm,
the mentor firm shall refer the protest to
the SBA to resolvé in accordance with
13 CPR part 121 (with respect to size) or
u(‘.ﬂlpanl_zi'(wlth}fecpedh -

status}. '

D. i ot any time the protege fim'is -
Administration bot to be & emall

business

. conftracts and

a request to the DaD, USD(A) OSADBU -

protege
request for approval as a mentor firm.

(3) A summary of the company's
histatical and rederit activities end

being approved as a mentor firm.
{4) The total dollar amount of DoD
subcontracts recefved by

; per
{5) The total dolldr amount of all other
federal agency cantracts and )
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(9) Thenumber and total doflag *, = manager ladicatiog the amomnt of =+ -7~ -B.Badxs!énédmmm-i‘;-ﬁﬁ P
- améount of suboontract gwards madé to. Eundinsﬂmthsbeen!denﬁﬁedforﬂn W‘waw f- RS
“Ww&ﬂs}mw developmental assistanoe progract. - - : - Progranisbeliindlude: s - 3Ll
" years (if any)- Show :—I-;.oom-oeekhwaedltonh',ox ,_;ﬂ;mmwwmm;. e
DoD subcontract awards end otirer . - rdmbwm&wgmﬂmct mmbuofw&muﬂﬂm caae 2l T
Pedﬁd_msubmmctam:ds. : ody.shansuhndtﬁoumphsoitha_. Wﬁmmdapompfm . e A
L ¢ Lt In_[omatioaopedﬁedhﬂand(‘.nbov_e wl&lﬂ&mmﬂmm“‘mr R
aln 10 the tnformiation mmmaqusmmﬂmm N inister the developmental . - . .. -

company’s vendor base. 7 ) 1 I Oe AR
O oot indicdtieg that - protege agroemext with the dentified ded. The developmental = "
fir will hegotiate a mentor-protege. G. Companles that are not epproved (alFm-wmhpwm@m -
Wtﬁeku&othtent&umbs- forpuﬁdpauonnndet&el’mgmmwﬂl W"Pﬁmmmm' .. .
mmmmmm&e _be provided the reasoas therefor and _l’msrmlndudinsmmﬁ“
] @ information: - . will also be provided en opportuzity to the identified assistance and: -
. -{;“lbemmgddrbaand_pl;one- -+  gubmit additiopal informationfor
.of both parties.” ¢, .- - recomshdera

(b)manﬁdpgwdﬁmbeundlype . u-
ofuubonntmuts-tobeawudedtha . -

>~ '(b)Thsi  firor's business - “HL-A company may niot be gpproved pmtegeﬁtmcoudstenlwhhﬂwnam- .
www&em& - for participal Il:ﬁynnbgrhmus--- of mentor firm's bustness, =~ -0 T 7 T
_mﬂl]_wmw-&e-- . . . meator firm if at the time of requesting [qampaﬂﬂpcﬁoumﬁr- . .
ooiteniplated suptilies or services to be pénidpal_ionh}_hammuk &epmweeﬁnn'whldnhnnumod‘}-‘ S
mvldogg.ﬁnpmwgeﬁunto@ " cusvently debarred of suspended

W&;mm'?:&'m“" “"“mn_pdm .mn-rk : mdmhuﬂmr ey PR -

3 fhe - o2 .- o maay nipodsible such . BOISRC T L AL RN AN R Y
«-.“wppropriate program i > qﬁut.zx. Wwﬂw (drlﬁeddsfonﬁﬂumﬁm ¥z ttw
" . theUSD{A) OSADBU withq lettee ;... + appeoved wi in 5 bustness days of:. - - ceganding tefmination £ caustiis . &35«
¢ +Zsigaed by the appropriatppivgram 111 | remelRt, e aiin s LA e onformig with evequircmentspf ity .. -
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F. The mentor-protege agreement may
provide for (hie mentor firm to furnish
any or all of the types of developmental
assistance as follows: . ]

(1) Assistence by menior firm

personnel in:
{1) Genersl business :
mansgement end personnel
development and overall business

m . - ., 2
(b} Engineering and technical matters

such as production inventory contral, ..

(¢) Any other assisiance desfgned to

ge_ffhptheme:mbﬂ!ﬂﬂ.dhm!ese.
{2) Award of suboontracts under Dol

contracts or other contracts on.a son-

(3} Paymient of progress payments for
petformance of subcontractsbye

firm fn amounts as pr Tor

the suboontract; but in no event may
msnd:mmpaz;:mlemeedm
of the costs tncurred by the protege firm
for the performance of the suboontrect.
Provision of progress payments by &

* mentor firm %o u protege firm afa rate
other than the custoniary raté fof small °
disadventagéd businesses sthall be

implemented tn eccirdance with FAR ~

nm'(c - . - . - -
{ﬂAJ;nuaquymentsundusuch""
subcontracts. Advence payments must

be administered'by- tie mentor firmin - *

eccordance with FAR 324~ '+ % -

firm.
VIIL Reimbursernent Procedures

A. A mentor firm may only be
reimbursed for the cost of .
developmental assistance incurred by - -
the mentor firm and provided to =
protege firm under VII (F) {1) and (7).
and pursuant to an menh::-han
protege agreement. Reimbursemen
only be made through a separately
prloedeost:dmbumemmloonu-adline
ftem added to & DaD cost
relmbursement contract. No other means
for the reimburcement of the costs of
developmental assistance provided
under VII (FX1) and (7} are authorized

C. Assistance provided in the form of
advanoe shall only be

t0 a protege firm under subcontract
terms and conditions simflar to FAR
£2.232-12. Retmbursement of any

. relmbursement, "
that the risk of any financlal loss due to

the faflure or inability of a protege firmn

. Bediral Registersf iViqls.56. o154 ¥1Friday. JAuesist 91991 Dlolbeh. ._3786%
.section, shall be finalendfsmot .~ . . ... LOBOM.«. 475 oot =i ea enc .. tOTEPAY. unliquidated advance .-; .
reviewsble byDoD. . .- - - wrevsei %?)mmﬁ(slhthe tege firm {n parwfmﬂn"b@‘hewhmpmﬁbmw

(8) Procedures for the terminationof - exchange foran ownerehip interestin. ..: -of thementor fimm, . .- v, wov v o 3
frdivtdus] elements of developmentad ; - ¢he protege firm, not o exceed 10%0f . © . DIN6 other forms ¢f developmental ;.
asglstance,. . ¢ -, ums ol e o the total ovnership interestss. 15 -~ 7 50 agelstance afe guthorized far - los .0

(9) Addiilonal terms and canditions as, _Wmayindpdehnt-mtbe e utider the Progrent. =
may be agreed upon by both patiies. .. limited to cash, stock; contributionsfn . E.No t may be assoclated with :

C. A copy of any termination notices . - kind, ¢ A e - the ént of developmental .
shall be sent by the mentor firm tq the _ . Assistance obtained by the mentor.  gssistance costs under the Program: * -
Do, USD{A) OSADEU, end whepe-- ;. firm for the protége firm from one'or ™ ‘!“WM .
fmding is made avaflable through e . .. more of the following: . -+ . Credi Assistance Cogts '
Dob contragd, glso to the eppropriate . (a) Small Business Development - De ol
POQoerACQ. | - o el a . Centers (SBDC) established pursuant to A. assistence costs «

D.T on of & mentor-protege section 21 of the Small Business At (15 jncurred by e mentor firm-for providing -

shall potimpatrthe . . USC.648). . . * " guchagsistance {d'a protege firm
of the mentor firm to perform ) Entities providing procurement pursuant o an mentor protege
pursuant to the contractual ¢ essistance pursuant to chapler ggreement, would otherwise be
under ment oontracts 142 of Title 10 US.C. (Procurement reimbursed under VIII (A), in the
subcontracts. Termination of ell or part Technical Assistance Centers). ebsenos of avallable may not be
of the shall © Black Collegesand ~  peimbursed under any other
-mhqakmcabllgaﬂmddwmtége Univetsities as defined 34 CFR part contract. However, exoept as provided
. firm to perform pursuant to the 6082, - - - - in E below, such costs shall be
contrectual obligations under any (d) Minarity Institutions of Higher for credit in Lieu of -
contract awarded to the protége rinby ~ Education.. . . . " . suboontract'awards for determining the-
&E.mwm - B m%Amto:oﬁmm&:itqum::.n of such mentor firm fn -
developmental gssistance concern to enter men - n
pﬁv&?ﬂ& Ihc'DoDapptwalb:fthe Wu:am&dwi?gw ;“gnw‘mmdu.wm’
meatar-profege agreement may . awarded a oon T - contrack: !
reimbursed through a DaD) contract{s) or firm incloding & subcontract under a g}mmmg“m )
credited agalnst SDB subcontracting - DoD contract gwarded to the mentor de suboontracting whichthe

wi
tnentor firm has negotiated with DoD or
another Executive agency.

B. The smount of credit & mentor firm
may recelve for any sach s
developmental assistance costs shall be

equal to: .
mqumﬁehhlmnmdmd:
assistanoe

C. A mentor firm shall receive credit
suboomrmllng':hell goal()t?r.ﬂi?
s) for ea
awarded for a product
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il e | e e
oo f o el P PR g et
d:cSDBM!(')i”‘- to the DoD contract, frrespective of credit gwmmdmothermpﬂatz
E. Adjustments may mchmdn- they have been recoguived for ouatere 4 e
amount of credit clsimed moder i SDB suboontracting goals. W@]““Amowagmm
murwﬁlz:n. » L. Developmental assistence proviied comtract where developmental
(1) A mentor firn's performance inthe  ynderan % mmt ase mﬂmﬂ .
e gh extual exbocatract wwards effzt that ts the normal a)-méamuntomonmmdm”m
ﬂnﬂl tha prior fiscal year g:ﬁw d‘h‘“m:fm ﬁgsnnmbmdgop!namltg
Ceclined fromt edministration of the mentor firm's -
uﬁnmm{e . to lauashanbeamgatedmd&:'!ﬁ (blAnqplmﬁon&hme
- mﬂm n ﬂg‘ :::pﬂw'ed amﬂm practioes. mwbe twe mtbe firm{s)
mentor firm's o e
Agroements on the under the Program by the SF
F.mmﬁnndnnzaﬂudedh XWJWW mdgthematmctmued
& t’ml:;eiom tionof  Costs mglmmwanddonarwlueo{
any sach Emitation on credit. In making PumnﬂntloFARmappmML mmmrdedloﬁﬂm
the final decision (0 fmpose a limitation meator firms seeking relmbussemen fomte). . ngtn the
oncredi, the following shallbe _m&tanmmmadm DOBI.,P__?;W for Negatiation of
(nﬁemwrﬁm-.mmﬂSDB mm&them%@w th
partidpetion roles (o e vondsang  Fesponsible for determining BoBl ing Plans” tadicate fa Block
perceniages of subooatract awards indirect cost rates 16 of the SF credited to the
i Ceduomeote R o, RS
mmdnﬂqs ; ts to establish the acoounting SDBgoalasa ofd e
two fiscal yeats pelor to the firm's omemdﬂ:edemml assistance provided (o a protege
- whﬁ" ) protege to the incurting . total dollar amount of
ket svaris dain costa by the mentor fiz. While (e i e St e rotege
years m.wm?f of auy b’?: sgreement is W
and 2 .
avrards under such an attempt by both the Goverumest ead c.osannu-«m?e:mm"m:lnd
Toatracts; sod “‘mm“'w@m' performance review
mmd;‘;ﬁewfmﬂmmm "W on o lized
to eghml! allocabll mﬂahﬂ
G755 deristanof the Director T sobiity of the costs of . mwwmww
segarding the bmposition of a limitation Gevelopmental assistance under . D,ﬁmmsun .
“mmumﬁnﬁuﬁmm Ahﬁ,lnldﬂl;:ewlml : A. Emerging mml
ﬂw whmmu mecwmﬁﬁﬂmdmmm duhmwymm‘dh 0
s g percentage of otherwise and eddress needforwd'm“m‘my numerical !a&ewm“ﬂw
ona:pedﬁcdmhﬂufm«emdm result from the implementation fe secvices which the col
continue until a date certaly duripg .go::nl.m of “B,Mdm” mof
m v wwml w'c .d
retroeciive limitation on credit hett costs will be reimbursed. means an lnstitution W
h:ﬁhhn&e@;mmm mdﬂedornmnﬁmﬂﬂﬂl::ﬂ- mﬂ.mw% .
@ssistance (not exceoding the maximmm y w’,mw MJM%%&O%::M&W
For purposes of firms ehall report oa the }3). (4) and (5)-
hg'uﬂmnbopddhcmﬁc:m‘ A Mo o acifve menor m"
fior exceeding « 5DB lﬁﬂcl\‘-ﬂw Msi?”s Hoosow mmd 1 Busk
h; mﬂ“‘wh Uhiltzation. coxsam] . -
shall only be peid of a' SDB _ R Do Filod
mhd.&ﬁm mmmdmmﬂ“‘n;' SRLMNG COOE 3001-41-4
asa °
o SDBe. protege agreements
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' DEPARATMENT OF DEFENSE .. .-" .
.48 CFR Parté 218,282, and 252. :-

AT

ATTN: Mrs. Alyce Sallivan,
_ K . - 'Washington, DC 20301-3000.

. Year199L This

indentives for Dol contractors which
provide developmental assistance to
small disadvantaged businessés (SDBs).
EFFECTIVE DATE October 1,1891. -
FOR FURTHER INFORMATION CONTACT:
Mzs. Alyce Sollivan, Defense
Aoquisition Regulations System, QUSD
{A) DP, Pentagon, Weshington, DC

" 20301-3000.

A Background

Section 31, Public Law 101-610,
enacted Navember 5, 1690 provides for
the establishment of a pillot “Mentor-
Protege Program.™ This Program
authorizes incentives for DoD
contractors which provide
developmental essistance to small

Parﬂdpaﬁonwm&ogmmm%,
wohuntary. mentor finns
must apply (o and be approved by the
Department of Defense’s Office of Small

Busizess Utilization,

tor-Protege

DFARS revisions In this final rule are
besed on the DoD policy statement.
B. Regulatory Flexibility Act

This rule was pablished for public
commest on May 2, 1991 (56 FR 20322).
The comments that were received were
considered in development of the final
rule. A Finzl Regulatory Flexibility
Analysis hag been prepared and . -
forwarded to the Chief Counsel for
Advocacy of the Small Basiness
Administration. Coples of the
Regulatory Flexdbility Analysis are

available upon written request. Please .

cite DAR Case 80-314 and submit the

Regulations System, OUSD (A) PP, -

which increase

List of Subjects in €8 CFR Parts 218, 232,
and 262
Government procurement.
-Claudia L. Naugle,
Exacutive Editor, Defense Aoquisition
Regulations System.
Therefore, 43 CFR paris 218, 282, and
252 are amended as follows:
1. The autharity citation for 48 CFR

pgrmas.mandmoouﬁnwmmd .

as follows:

Anthority: § US.C. 301, 10 US.C. 2202, DoD
Directive 5000.35, and FAR subpart 1.3,

PART 219—SMALL BUSINESS AND
SMALL DISADVANTAGED BUSINESS
CONCERNS

219708 [Amendod]

2. Section 219.708 is emended by
adding a third sentence to paragraph
(c)(1) (S-70) to read as follows:
*“Incentives for exceeding SDB
subcontracting goals ehall be pald only
if an SDB subcontracting goal was
exceeded as a result of actual
subcontract awards to SDBs, end not as
a result of developmental assistance
creditunderthePﬂotMmtor—fmtese

Program (see subpart 218.71).
- 3, Subpart 21071 is added to read as
followe:

Subpart 219.T1—Pliot Mentor-Pratege
Program

Sec.
2197100 Scope.

2197104 Developments] assistance costs

eligible for reitmbursement or credit
under the Progrem.

2197105 Other forms of assistance.

2107106 Reporting.

2197100 Scope.

This subpart implements the Pilot
Mentor-Protege Pragram (the Program)..
established under section 831 of the
Nationsal Defeuse Anthorization Act for

" - contractors to essist small e

. Fiscal Year1991; Public Law 101-510, as -

21"101 m. . . h'_ R _.'.'...
DoD pllcy for finplementation of the

Progrem fs contained in a policy.

statement entitted, *DoD Policy for the

. Pilot Mentor-Protege Program.™ This

statement addresses the program -,

2107102 General.

The Program consists of:

(&) Mentor firms, which are prime
contractors with at least one active
mmphnmoﬂatedmder

to an existing cost relmbursement
contract to establish & seBarately priced
contract line Item; -

{2) Credit toward SDB subcontracting
goals, established under &
subcontracting plan onder

- PAR subpart 197, for developmental

assistance costs not reimbursed;or
(3) A combiriation of reimbursement

and credit. ’

219.7103 Procedures.

219.7103-1 Goneral
(a)lnaocotdanoewllhlheﬂoﬂpoﬂcy
statement, a prospective mentor firm
(1) Apply, to OUSD(A) SADBU when
seekingaedltonlyotwhmfundlngls
made avallable from a DoD program - .
manager to implement & mentor-protege

. agreement; and



requests reimbursement of advance

payments. .

{c} Modify (without cousideration)
lppﬁcal;‘l?m&act(a)toinempmte
other customary progress payments
for small disa:
aocardance with FAR 32.504(c), i such .
. mmhmpmvidedbyainenmﬁ:m
' -hlmtegeﬁmandlhementorgm

requests reimbursement.

{d) Modify applicable contract{s} to
establish & contract line item for
retmbursement of developmental
assistance costs when-— )

mPuﬂnhnbemmdananaHe

Sor that purpoee by a DoD program

protege agreement
shall ot duplicate, eny effort that is the
wormal and exvected product of the

5
{b) No profit may be associated with
the relmbursement of developmental

assistance costs.

(c) Before incurring eny costs under
the Program, mentor firms need to
ulabnahﬂnamﬂnsmmmlof
dcvdopmmtalmlstanoeoosueligible
for relmbursement or credit. Advance
ggreements are Tobe
cllglbldformlmbmementunderﬁle

oosts must be incurred before
October1,1998. - )

(d)lflmlotﬁrmlaluspendedor

while under

an
apmvédmwolesewuhe
mentor firm may not be relmbursed or
credited for developmental assistance
costs incurred more then 30 days after
the imposition of the suspension or

debarment.
(e]Developmemalassistameoosts
incurved before October 1,1999by a
mentor firm pursuant to a1 2
mentor-pmtesea,gmem&tthatmml
ﬁmdedeltherdiredlyorlndlmd.lymda'
any other DoD coantract, may be credited
towands subcoutracting plan goals as

- follows:

(1) Four times &xe total amoumt of
developmental assistance costs

87964 Federal. Régister - Vol. $6, No. 454 [ Friday, Avgust 8, 1991 { Rules and Regulations .

(2) Subsoquent to approval esa.. - award and administration of the mentor < vided to protege firms by small |
excator firm, submit a signed mentor- . ¥ Costs associated _ development cenlers, HBCUS,
protege agreement to OUSD(A) SADBU weith the latter shall be accumulated and mandenﬂﬂeopmvld!ns.wchnieal -
for approval before charged in & with the ;mme(seepamgraph[a}[z]ofthis .
assistance costs may be retimbursed contractor’s approved accounting - gection); . ,
through an DoD contract ot i following costs incurred {2) Thres times the total amount of
credited agatnst SDB subcontracting mentor firms ere eligile for assistance costs Incurred -

(b) OUSD(A) SADBU shall have. . (1]Asslstametolhepmteseﬁmby (a)(n(q(hxo@(vi]ofﬂdssedlbn):or

ity foc: - wentor firm lp— - {3) Two tites he total amount of -

(llAppm\'ingcontractomaemtor ()] business monagement other developmental assistance costs .
firms; . : including organizational management: (see paregraph {a)()(vi) of this section).

(23 Approving mentor-protege (ii) mansagement;

-aglenmt:mdh -t {_ﬁwilll’ummelmanasmt 2107105 Other forms of assistance.

Forwarding the approved mexntor- : é

protege to contracting ™ B%pmem and ovesall {a) MM‘B %‘“WI : cs with for

officer(s) when program funding Is business planning, techaical ’ !W; up 10100 percent

available through & DoD program (v1) Engineering and matlers (see PAR 32.504(c]) or.advance

manager. such as production. inventory control. H e,
' and quality ateuraa s B Cotarse the mentor firm §

21071032 Coatracting otficer - (vii]Anyotherassistancedealgnedm € et ch ar

: . develop the capabilities of the protege advan